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Pacific Islands Forum Secretariat

Secretary General’s Statement

In the opinion of the Secretary General:

(a) the accompanying consolidated income and expenditure statement is drawn up so as to give a true
and fair view of the results of the organisation for the year ended 3! December 2008,

(b) the accompanying balance sheet is drawn up so as to give a true and fair view of the state of the
organisation’s affairs as at 31 December 2008,

(c) the accompanying statement of changes in funds is drawn up so as to give a true and fair view of
the movement in funds of the organisation for the year ended 31 December 2008, and

(d) the accompanying statement of cash flows is drawn up so as to give a true and fair view of the
cash flows of the organisation for the year ended 31 December 2008.

. [k -
Dated at Suva this 8 day of cj wnL 2009
7

Tuiloma Neroni Slade
Secretary General
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Suva (_Zentral PO Box 32 Telephone (679) 330 11565
Renwick Road Suva Fax (679) 3301312
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suvaoffice@kpmg.com.fj

Independent auditors' report to the members of

Pacific Islands Forum Secretariat
Scope

We have audited the financial statements of Pacific Islands Forum Secretariat (Secretariat) for the
financial year ended 31 December 2008, consisting of the Consolidated Income and Expenditure
Statement, General Fund Income and Expenditure Statement, Trust Fund Income and Expenditure
Statement, Reserve Fund Income and Expenditure Statement, the Balance Sheet, Statement of Changes
in Funds, Statement of Cash Flows and accompanying notes set out on pages 10 to 20. The Secretariat is
responsible for the preparation and presentation of the financial statements and the information they
contain. We have conducted an independent audit of these financial statements in order to express an
opinion on them to the members of the Secretariat.

Our audit has been conducted in accordance with Fiji Standards on Auditing to provide reasonable
assurance as to whether the financial statements are free of material misstatement. Our procedures
included examination, on a test basis, of evidence supporting the amounts and other disclosures in the
financial statements, and the evaluation of accounting policies and significant accounting estimates.
These procedures have been undertaken to form an opinion as to whether, in all material respects, the
financial statements are presented fairly in accordance with International Financial Reporting Standards
and the Secretariat’s Finance regulations so as to present a view which is consistent with our

understanding of the Secretariat’s financial position and the results of its operations.
The audit opinion expressed in this report has been formed on the above basis.

Audit opinion
In our opinion:

(a) proper books of account have been kept by the Secretariat, so far as appears from our
examination of those books; and

(b)  the accompanying financial statements of the Secretariat, which have been prepared in accordance -
with International Financial Reporting Standards:

(i)  are in agreement with the books of account;
(i)  to the best of our information and according to the explanations given to us:

(a) give a true and fair view of the state of affairs of the Secretariat as at 31 December
5008 and of the results and cash flows of the Secretariat for the year ended on that date;
and

(b) give the information required by the Secretariat’s Finance regulation in the manner so
required.

We have obtained all the information and explanations which to the best of our knowledge and belief

were necessary for the purposes of our audit.

——

e

Suva, Fiji Islands KPMG
/8 [ 2009 Chartered Accountants
2

KPMG, a Fiji Isllands partnership, is part of the KPMG International network.
KPMG International is a Swiss cooperative.



Pacific Islands Forum Secretariat

Consolidated

Income and Expenditure Statement

For the Year Ended 31 December 2008

Income

Contributions from Member Countries
Interest

Other income

Trust fund income

Benefits derived from property, plant and
equipment

Expenditure

Economic Governance

Political and Security Governance
Policy Coordination and Advice
Stakeholder Coordination and Support
Strategic Partnerships

Special Projects

Corporate Services

Management of the Secretariat

Transfer to Trust Fund
Foreign exchange (loss)/gain

Deficit of Income over Expenditure

Note

2

2008 revised 2008 actual 2007 actual
budget $ $ $
3,471,979 3,502,979 3,502,979
586,671 471,640 732,378
726,082 236,691 238,488
27,667,883 20,463,028 21,643,338
- 310,304 337,940
32,452,615 24,984,642 26,455,123
12,004,785 12,339,891 8,491,128
3,873,919 3,850,699 3,482,061
1,473,493 1,242,675 1,474,54}
- - 491,150
3,479,447 3,766,192 4,268,036
534,649 457,914 4,902,306
2,979,189 2,481,479 2,267,378
1,375,924 1,507,136 1,406,486
25,721,406 25,645,956 26,783,086
6,731,209 (661,314) (327.,963)
- - (658.318)

- (800,624) 229,997
6,731,209 (1,461,938) (756,284)

This statement is to be read in conjunction with the notes to and forming part of these financial

statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

General Fund

Income and Expenditure Statement

For the Year Ended 31 December 2008

Income

Contributions from Member Countries
Interest
Other income

Expenditure

Economic Governance

Political and Security Governance
Policy Coordination and Advice
Stakeholder Coordination and Support
Strategic Partnerships

Special Projects

Corporate Services

Management of the Secretariat

Transfer to Trust Fund
Foreign exchange (loss)/gain

Surplus/ (Deficit) of Income over
Expenditure

Note

4a)
4(b)
4(c)
4(d)
4(e)
4(f)

4(g)
4(h)

2008 revised 2008 actual 2007 actual
budget $ $ $
3,471,979 3,502,979 3,502,979
586,671 466,415 727,255
726,082 236,691 238,488
4,784,732 4,206,085 4,468,722
105,581 102,024 112,352
75,187 76,770 97,746
34,283 35,763 39,829

- - 110,954

228,883 236,235 -
196,987 184,874 -
2,767,887 1,959,873 1,929,498
1,375,924 1,507,136 1,406,486
4,784,732 4,102,675 3,696,865
- 103,410 771,857

- - 658,318

- (800,624) 229,997

- (697,214) 343,536

This statement is to be read in conjunction with the notes to and forming part of these financial

statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat
Trust Fund

Income and Expenditure Statement

For the Year Ended 31 December 2008

Income

Trust fund income
Benefits Derived from Property, Plant and

Equipment

Expenditure

Economic Governance

Political and Security Governance
Policy Coordination and Advice
Stakeholder Coordination and Support
Strategic Partnerships

Special Projects

Corporate Services

Deficit of Income over Expenditure

Note

2008 revised 2008 actual 2007 actual
budget $ $ $
27,667,883 20,463,028 21,643,338
310,304 337,940
27,667,883 20,773,332 21,981,278
11,899,204 12,237,867 8,378,776
3,798,732 3,773,899 3,384,315
1,439,210 1,206,912 1,434,712
- - 380,196
3,250,564 3,529,957 4,268,036
337,662 273,040 4,902,306
211,302 521,606 337,880
20,936,674 21,543,281 23,086,221
6,731,209 (769,949) (1,104,943)

This statement is to be read in conjunction with the notes to and forming part of these financial

statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

Reserve Fund
Income and Expenditure Statement
For the Year Ended 31 December 2008

2008 2007
$ $

Income
Interest Earned 5,225 5,123
Total Income Received 5,225 5,123
Expenditure - -
Surplus of Income over Expenditure 5,225 5,123

This statement is to be read in conjunction with the notes to and forming part of these financial
statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

Balance Sheet
As at 31 December 2008

Note 2008 2007
3 $

Current Assets
Cash at Bank and on Hand 6 11,350,998 12,290,394
Inventories 7 13,965 23,187
Receivables — Members 8 60,697 33,035
Other receivables and prepayments 9 385,523 349,692
Total Current Assets 11,811,183 12,696,308
Non-current Assets
Property, plant and equipment 10 8,169,873 8.508.040
Intangible assets 11 162,670 -
Total Non-current Assets 8,332,543 8,508,646
Total Assets 20,143,726 21,204,954
Current Liabilities
Current Payables 12 1,828,803 1,127,243
Contributions Received in Advance — Trust Fund 13 8,624.696 9,394,645
Total Current Liabilities 10,453,499 10,521,888
Net Assets 9,690,227 10,683,066
Accumulated and Reserve Funds
General Fund 2,905,386 3,602,600
Reserve Fund 266,456 261,231
Capital Reserve 6,518,385 6,819,235
Total Accumulated and Reserve Funds 9,690,227 10,683,066

Signed in accordance with a resolution of the Secretariat.

&l

Stephalﬁe Jones
Director Corporate Services

Tutloma Neroni Slade
Secretary General

The balance sheet is to be read in conjunction with the notes to and forming part of these financial
statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

Statement of Changes in Funds
For the Year Ended 31 December 2008

2008 2007
A $
General Fund
Balance at the beginning of the year 3,602,600 3,259,064
Surplus (Deficit) of income over expenditure (697,214) 343,536
Balance at the end of the year 2,905,386 3,602,600
Reserve Fund
Balance at the beginning of the year 261,231 256,108
Surplus of income over expenditure 5,225 5,123
Balance at the end of the year 266,456 261,231
Capital Reserve
Balance at the beginning of the year 6,819,235 7,054,740
Purchase of XB assets 9,454 102,435
Depreciation expense {(310,304) (337,940)
Balance at the end of the year 6,518,385 6,819,235

This statement is to be read in conjunction with the notes to and forming part of these financial
statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

Statement of Cash Flows
For the year ended 31 December 2008

Cash Flows from operating activities
Contributions from member countries
Trust Fund Income

Programme and project costs

Other operational costs

Interest received

Rent and other income

Realised exchange gain (loss)

Net cash flow from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Payments for property, plant and equipment

Net cash outflow from investing activities
Effect on exchange rate changes

Net decrease in cash held

Cash at the beginning of the year

Cash at the end of the year

2008 2007

$ $
3,336,735 2,279,734
20,463,028 19,647,574
(20,933,158) (22,340,851)
(3,352,459) (4,953,577)
458,292 872,785
347,564 806,328
16,184 -
336,186 (3,688,007)

; 3,000
(458,774) (314.553)
(458,774) (311,553)
(816,808) 229,997
(939,396) (3,769,563)
12,290,394 16,059,957
11,350,998 12,290,394

This statement is to be read in conjunction with the notes to and forming part of these financial

statements set out on pages 10 to 20.



Pacific Islands Forum Secretariat

Notes to and forming Part of the Financial Statements
For the Year Ended 31 December 2008

(a)

(b)

(©)

(d)

(e)

Statement of Significant Accounting Policies
Reporting entity

The Pacific Islands Forum Secretariat is domiciled in the Fiji [slands. The financial statement
was authorised for issue by the Secretary General on i June 2009. Set out below is a
summary of significant accounting policies adopted by the Secretariat in the preparation of the
financial statements.

Statement of Compliance

The financial statements of the Secretariat have been drawn up in accordance with International
Financial Reporting Standards (“IFRS™) and the provisions of the Financial Regulations of the
Secretariat.

Basis of Measurement

The financial statements have been prepared on the basis of historical costs and do not take into
account changing money values or, except where stated, current valuations of non-current
assets. The accounting policies have been consistently applied and except where there is a
change in the accounting policy are consistent with those of the prior years.

Fund Accounting

The Secretariat has adopted a fund accounting system as a considerable part of its annual
revenue comprises individual grants or donations for specified projects. Accordingly, it is
necessary to establish a separate fund to record the amount received, expenditure incurred and
the net balance of the funds available to be carried forward into the next financial period. The
identification of funds is maintained throughout the accounting system thus providing the
control necessary to ensure that each fund is used only for the purpose which it is received.

Functional and Presentation Currency

The financial statements are presented in Fiji Dollars, rounded to the nearest dollar.

Use of Estimates and Judgements

The preparation of the financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongeing basis. Revisions to

accounting estimates are recognised in the period in which the estimates are revised and in any
future periods affected.

10



Pacific Islands Forum Secretariat

Notes to and forming Part of the Financial Statements
For the Year Ended 31 December 2008

1.
(e)

®

(g)

(b

M

Statement of Significant Accounting Policies (continued)
Use of Estimates and Judgements (continued)
In particular, information about significant areas of estimation uncertainty and critical

judgments in applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements including the following notes:

Note 1(i) — Property, Plant and Equipment
Note 1(1) — Trade Receivables

Revenue Recognition
(i)  Contributions Income

Contributions income from member governments is recognised on an accrual basis.
Donor funds are recognised on a cash basis.

(ii) Interest Income
Interest income is recognised on an accrual basis.
Expenses

Payments made under operating leases are recognised in the income statement on a straight line
basis over the term of the lease.

Cash and Cash Equivalents

Cash and cash equivalents comprise of cash at bank and short term deposits.
Property, Plant and Equipment

Fixed assets purchased from the General Fund are stated at cost less accumulated depreciation
and impairment losses. When assets are retired or otherwise disposed off, the related cost and
accumulated depreciation is removed from the accounts and any resultant profit or loss is taken
to the General Fund Income and Expenditure Statement.

Fixed assets purchased from the Trust Fund are expensed at the time of purchase. These assets,
together with donated assets, are then capitalised with the corresponding credit reflected in the
capital reserve.

All additions are at VAT inclusive prices.

In order to ensure neutrality in the Trust Fund Income and Expenditure Statement of donations
and assets previously expensed, a transfer is made from the capital reserve — benefit realised
from donated/trust funded assets — that exactly offsets the depreciation of those assets.

A transfer is also made from the capital reserve which exactly matches the net cost of donated
or trust funded assets disposed off during the period. Gains or losses from the sale of donated
or trust funded assets are credited as income or debited as expenditure in the General Fund
Income and Expenditure Statement,

11



Pacific Islands Forum Secretariat

Notes to and forming Part of the Financial Statements
For the Year Ended 31 December 2008

1.
(i)

)

(k)

)

Statement of Significant Accounting Policies (continued)
Property, Plant and Equipment (continued)

Depreciation is provided on a straight line basis on all tangible fixed assets other than frechold
land, at rates calculated to allocate the assets’ cost or valuation less estimated residual value,
over their estimated useful lives.

Major depreciation periods are:

Leased land 99 years
Buildings 40 years
Equipment 3~ 5 years
Furniture and fittings 3 — 5 years
Motor vehicles 4 years

In 1997 a full fixed asset review was carried out and all Secretariat assets not previously
included have been incorporated into the financial statements at the Secretary General’s
valuation (estimated written down values) as at 31 December 1997, with the exception of land
and buildings which were valued (current market values) by independent professional valuers.

Inventories

Quantities of inventories on hand are determined by physical count. Inventory is stated at the
lower of cost, determined on a first-in-first-out basis, and net realisable value. Cost includes
expenditure incurred in acquiring the inventories and bringing them to their present condition
and location.

Foreign Currency

Transactions in foreign currencies are converted at the rate of exchange ruling at the dates of
transaction, At balance date foreign monetary assets are translated at closing rate, and exchange
variations arising from these translations are included in the Income and Expenditure Statement.

Receivables

Receivables including member countries and other receivables are stated at their cost less
allowance for doubtful debts amounts.

Provision for Doubtful Debts

The collectability of debts is assessed at year end and allowances are made for any specific
doubtful accounts. In respect of outstanding member contributions, a provision is made for any
debts due over 24 months. The assessed provision for each year is expensed and the
accumulated balance taken to the balance sheet.

In respect of other debtors, a provision is made for any doubtful debts due over 90 days. The
assessed provision for each year is expensed and the accumulated balance taken to the balance
sheet.

12



Pacific Islands Forum Secretariat

Notes to and forming Part of the Financial Statements
For the Year Ended 31 December 2008

1.
(m)

(n)

(0)

»

(q)

(r)

(s)

Statement of Significant Accounting Policies (continued)

Intangible Assets

Intangible assets are recorded at cost less accumulated amortisation and impairment losses.
Intangible assets with finite useful lives are amortised on a straight line basis over the estimated
useful life of the asset being the period in which the related benefits are expected to be realised.
Amortisation rates and residual values are reviewed annually and any changes are accounted for
prospectively. The per annum amortisation rates used is as foilows:

Computer software 10%
Employee Entitlements

Employee entitlements represent the amount which the Secretariat has a present obligation to
pay resulting from employees’ services provided up to the balance date. Current rates of pay are
used in the calculation of the entitlements.

Payables

Commitments at the close of the fiscal year shall include commitments for goods supplied and
services rendered during the year, for goods and services ordered but not supplied or rendered at
the close of the fiscal year, and any other commitments entered into or liability incurred but not
discharged, at the close of the fiscal year.

Income Tax

The Secretariat is exempt from Income Tax.

Other Receivables

Other receivables including prepayments, interest receivable, sundry debtors and recoverable
expenditure are stated at cost.

impairment

The carrying amounts of the Secretariat’s assets are reviewed at each balance sheet date, to
determine whether there is an indication of impairment. If any such indication exists, the assets’
recoverable amounts are estimated at each balance sheet date. An impairment loss is recognised
whenever the carrying amount of an asset or its cash generating amount exceeds its recoverable
amount. All impairment losses are recognised in the income statement.

Comparative Information

Comparative information has been restated where necessary to achieve consistency in disclosure
with current financial year amounts,



Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

4 (a)

4 (b)

Contributions from Member Countries — General
Fund

Australia

Cook Islands

Federated States of Micronesia
Fiji

French Polynesia (Associate)
Kiribati

Nauru

New Caledonia (Associate)
New Zealand

Niue

Papua New Guinea

Palau

Republic of Marshall Islands
Samoa

Solomon Islands

Tonga

Tuvalu

Vanuatn

Other Income — General Fund

Rent Received
Other Income

General Fund — Income and Expenditure Statement
Economic Governance

Salary and Ancillary Costs
Operational Costs

Political and Security Governance

Salary and Ancillary Costs
Operational Costs
Duty Travel

2008 2007
$ $
1,302,809 1,302,809
35,403 35,403
69,536 69,536
78,519 78,519
15,500 15,500
35,403 35,403
35,403 35,403
15,500 15,500
1,302,809 1,302,809
35,403 35,403
192,341 192,341
35,403 35,403
35,403 35,403
69,536 69,536
69,536 69,536
69,536 69,536
35,403 35,403
69,536 69,536
3,502,979 3,502,979
159,114 128,182
77,577 110,306
236,691 238,488
99,029 89,575
2,995 22,777
102,024 112,352
73,704 77,815
3,066 19,823

; 108

76,770 97,746




Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

4(c)

4 (d)

4 (e)

4(H

4(g)

4 (h)

Policy Coordination and Advice

Salary and Ancillary Costs
Operational Costs

Stakeholder Coordination and Support

Salary and Ancillary Costs
Operational Costs
Duty Travel

Strategic Partnerships

Salary and Ancillary Costs
Operationai Costs
Duty Travel

Special Projects

Salary and Ancillary Costs
Operational Costs
Duty Travel

Corporate Services

Salary and Ancillary Costs
Operational Costs

Land lease

Duty Travel

Meeting

Depreciation

Bad and Doubtful Debts

Management of the Secretariat

Salary and Ancillary Costs
Operational Costs

Duty Travel

Meetings

2008 2007
$ $

33,901 31,942
1,862 7,887
35,763 39,829

_ 97,412

. 8,229

: 5,313

; 110,954

188,865 .
35,075 -
12,295 -
236,235 )
86,490 -
97,876 .
508 .
184,874 ;
996,758 983,835
527,382 594,066
31,659 10,563
34,702 2,786
11,502 1,613
324,573 301,500
33,297 35,135
1,959,873 1,929,498
1,391,306 1,143,740
52,378 92,801
56,037 151,313
7,415 18,632
1,507,136 1,406,486




Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the year ended 31 December 2008

2008 2007
h S
Trust Fund Income
Contributions from Donors
Australia 7,049,147 4,798,770
New Zealand 4,205,147 3,139,088
Japan 348,068 287,485
Japan Development Corporation Fund 696,403 -
European Union 4,283,387 6,679,963
United States of America - 1,867,995
UNDP/ESCAP/UNODC 446,641 244,672
Asian Development Bank 114,776 132,725
Great Britain 30,000 10,000
Taiwan 649,169 873,365
Commonwealth Secretariat 263,644 551,969
Korea 640,127 163,239
People’s Republic of China 924,110 1,682,277
World Trade Organisation 262,473 174,215
Others 549,936 379,257
20,463,028 20,985,020
Transfer from General Fund - 658,318
Trust Fund Income 20,463,028 21,643,338
Cash at Bank and On Hand
Operating Accounts
FID Operating Account 305,195 1,235,818
AUD Operating Account 192,079 2,034,719
NZD Operating Account 585,873 181,465
USD Operating Account 2,166,379 3,642,759
Euro Operating Account 86,245 79,982
PIFS PACREIP Bank Account 1,287,996 2,197,521
Technical Assistance Support Account 1,033,760 601,892
PIFS Scholarship Fund Account 540,681 356,353
Hub & Spoke Bank Account 299,023 176,350
PMU Bank Account 4,045 13,669
Total Operating Accounts 6,501,276 10,520,528
Foreign Currency Holdings
Australian Dollars 1,827,847 -
New Zealand Dollars 3,013,258 1,766,778
Total Foreign Currency Holdings 4,841,105 1,766,778




Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

2008 2007
b 3
6. Cash at Bank and On Hand (continued)
Petty Cash 2,000 2,000
Cash in Transit 6,617 1,088
Total Cash On Hand 8,617 3,088
Total Cash at Bank and On Hand 11,350,998 12,290,394
7. Inventories
Consumable inventories 13,965 23,187
8. Receivables — Members
Federated States of Micronesia 71,097 (6,034)
Nauru (894) 208,266
Niue - (2,583)
Palau (14) 1,517
Marshall Islands (10,705) (69)
Solomon Islands 700 -
New Caledonia (Associate) 513 1,594
60,697 202,691
Less; Allowance for doubtful debts - (169,656)
Net recetvables- members 60,697 33,035

As at balance date, the following outstanding member contributions were provided for
doubtful debts:
Nauru - 169,656

9.  Other Receivables and Prepayments

Recoverable Expenditure 94,495 -
Prepayments — Salaries 26,815 12,692
Prepayments — Other Expenses 95,723 39,241
Prepaid Franking Machine 3,000 3,000
Utility Bond - 395
Rental Bond 4,000 -
Interest Receivable 26,823 18,700
250,856 74,028
Sundry Debtors 138,582 373,578
Allowance for doubtful debts (3,915) (97,914)
134,667 275,664

385,523 349,692

17



Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

10. Property, Plant and Equipment

Land and Plantand Furniture Motor
Buildings Equipment and Vehicle Total
Fittings
S $ $ $ S

Cost/Valuation
Balance at 1 January 2008 11,238,392 2,291,412 399,147 121,542 14,050,493
Acquisitions 6,303 284,938 4,863 - 296,104
Disposals (21,1300 - (21,130)

Balance at 31 December 2008 11,244,695 2,555,220 404,010 121,542 14,325,467

Accumulated Depreciation

Balance at 1 January 2008 3,577,299 1,531,358 385,054 48,136 5,541,847
Depreciation charge for the year 253,310 346,095 5,002 30,470 634,877
Disposals - (21,130) - - (21,130)
Balance at 31 December 2008 3,830,609 1,856,323 390,056 78,606 6,155,594
Carrying Amount
At 1 January 2008 7,661,093 760,054 14,093 73,406 8,508,646
At 31 December 2008 7,414,086 698,897 13,954 42,936 8,169,873
2008 2007
3 $

11. Intangible Assets
Computer Software 162,670 -
Less Accumulated Amortisation

162,670 -

12. Current Payables
Trade Creditors and Commitments 1,260,642 610,599
Provision for Employee Entitlement 319,708 302,244
Other Accrued Expenses 60,034 62,376
Sundry 188,419 152,024

1,828,803 1,127,243

18



Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

13.

14,

(a)

(b)

15,

2008 2007
b h

Contributions Received in Advance — Trust Fund
Balance at the beginning of the year 9,394,645 10,499,588
Deficit of income over expenditure (769,949) (1,104,943)
Balance at the end of the year 8,624,696 0,394,645
Commitments and Contingent Liabilities
Contingent Liabilities
FEA Bank Guarantees 12,000 12,000

Capital Expenditure Commitments
The Secretariat is not aware of capital commitments at balance date (2007 nil).

Related Party

Hdentity of Related Parties

The Secretariat has a related party relationship with its executive officers.

Key Management Personnel

During the year the following persons were the executives identified as key management
personnel with the greatest authority and responsibility for planning, directing and controlling
the activities of the Secretariat:

Greg Urwin - Secretary General (01/01/08-28/07/08)

Tuiloma Neroni Slade - Secretary General (13/10/08-31/12/08)

Peter Forau - Deputy Secretary General — Economic Governance and Security
Feleti Teo - Deputy Secretary General — Sustainability and Good Governance
Andie Fong Toy - Director Political and Security

Roman Grynberg - Director Economic Governance

Stephanie Jones - Director Corporate Services

19



Pacific Islands Forum Secretariat

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 December 2008

15. Related Party (continued)

The aggregate compensation of the key management personnel comprises of short term benefits
only and is set out below:

2008 2007
$ $
Short-term benefits 1,153,727 978,236

16. Risk Management Policies
Financial Risk Management Objective and Policies

The Secretariat’s principal financial instruments comprise cash and short-term deposits. The
main purpose of these financial instruments is to provide finance for the Secretariat’s
operations.

As a result of the Secretariat’s operations and sources of finance, it is exposed to exchange rate
risk and credit risk.

Details of the significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which income and expenses are
recognised, in respect of each class of financial asset and financial liability are disclosed in Note
1 to the financial statements,

Foreign Exchange Risk

Exchange rate risk relates to the risk of loss of foreign reserves arising from changes in the
exchange rates against the Fiji dollar. The Secretariat receives funding from various member
countries and donors in foreign currency. The Secretariat utilises these foreign currencies to transact
in Fiji dollars. This exposes the Secretariat to foreign exchange risk. In order to reduce the exposure
to foreign exchange risks, the Secretariat operates various foreign currency bank accounts (such as
Australian, New Zealand, United Stated and Euro dollar accounts) and transacts where required in
these currencies.

Credit Risk
Credit risk is the potential risk for loss arising from failure of member countries to meet their agreed

contributions. The Secretariat’s receivable balances are monitored on an ongoing basis in order to
reduce any exposure to bad debts. This is not considered a significant risk.
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Disclaimer

The additional financial data presented on pages 22 to 37 is in accordance with the books and records of
Pacific Islands Forum Secretariat which have been subjected to the auditing procedures applied in our
audit of the Pacific Islands Forum Secretariat for the year ended 31 December 2008. It should be
appreciated that our audit did not cover all details of the additional financial data. Accordingly, we do
not express an opinion on this financial data and no warranty of accuracy or reliability is given.

In accordance with our firm policy, we advise that neither the firm nor any member or employee of the
firm undertakes responsibility arising in any way whatsoever to any person (other than the management

of Pacific Islands Forum Secretariat) in respect of this data, including any errors or omissions therein,
arising through negligence or otherwise however caused.

LIMG
e )

Suva, Fiji Islands KPMG
/ ?/’ wa, 2009 Chartered Accountants
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